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1973 1972 
Per Per 
Common Common 
OPERATIONS Amount Share Amount Share 
Revenues from continuing operations $527,047,000 $462,336,000 
Earnings from continuing operations 10,791,000 $2.16 3,949,000 Sueoe 
Loss from discontinued operations _ — (1,306,000) (.32) 
Earnings before extraordinary items 10,791,000 2.16 2,643,000 .20 
Extraordinary earnings (loss) 728,000 .18 (11,065,000) (2.70) 
Net earnings (loss) $ 11,519,000 $2.34 $ (8,422,000) $(2.50) 


OTHER HIGHLIGHTS 
Total Debt 
Dividends Paid: 
6% Preferred (200,000 shares) 
$2.10 Convertible Preferred 
(723,084 shares) 
Common (4,153,485 and 4,094,541 
average shares) 
Number of Shareholders 
Number of Employees 


$134,927,000 
300,000 
1,518,000 
1,650,000 


19,310 
26,525 


Annual Meeting 


The Annual Meeting of Shareholders of the 
Corporation will be held at 10:00 A.M., 
Thursday, July 26, 1973, in the Oval Room of 
the Copley Plaza Hotel, Boston, 
Massachusetts. A formal notice of the meeting 
together with a proxy statement and form of 
proxy will be mailed to shareholders in June. 


$146,202,000 
300,000 
1,518,000 
3,475,000 


21,061 
25,709 
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Financial Highlights 


Letter to Shareholders 
Record volume tops one-half billion . . . earnings rise sharply . . . record international 
profits ... U.S. results improve .. . debt cut. . . dividend increased. 


Bostik Chemical Group 
Volume and profit up... new Central Research Lab adds pilot plant... new products 
include a Middleton urethane and Oberursel underwater coating. 


Farrel Machinery Group 
Order pickup spurs recovery and builds backlog . . . radial tire machinery gains 
... Rochester ships giant machining center . . . Ansonia pours largest single casting 
. international orders up. 


USM Fastener Group 
Profits up .. . rigid foam plastics for automobiles . .. heavy duty stud welding system 
introduced . . . new “‘POP”’ rivet plant in Madrid . . . exhibition in Peking. 


United Machinery Group 


U.S. operations gain . . . international continues strong .. . high technology shoe 
machines introduced . . . shoe lining facilities expanded . .. Dyna/Pert applications 
broaden. 


Special Products 


Harmonic Drive in space again. . . variable speed hoist coming . . . Bailey bumper 
parts for automotive safety program . . . Consumer Products ride do-it-yourself boom 
... Felton car brushes grow ... . Truelove & Maclean continues contribution. 


Corporate Review 
Further economies in administration and systems consolidation . .. research function 
decentralized . . . organizational changes. 


Financial Review 
Gross revenues and profits increase .. . international earnings repatriated .. . tax 
settlement achieved . . . debt level reduced. 


Financial Statements 


Consolidated Earnings . . . Balance Sheet . . . Changes in Financial Position 
. .. Changes In Shareholders’ Equity .. . Notes to Financial Statements . . . Auditors’ 
Report .. . Summary of U.S.-International Operations . . . Five-Year Summary. 


Directors and Officers 


USM Worldwide 


To USM Shareholders: 


It was a much better year for USM. Our 
dual objective of improving earnings 
while reducing debt was achieved. 

In addition, for the first time in our 
corporate history, consolidated world- 
wide operating revenues topped the 
half-billion dollar point reaching 
$527,047,000. This is an increase of 
over 14% compared with the 
$462,336,000 reported last year. 

Improved efficiency, elimination of 
loss operations, increased revenue, 
better use of working capital, and 
resumption of dividends from abroad all 
contributed to better performance. 

As indicated in the Highlights, earn- 
ings from continuing operations rose to 
$10,791,000 compared with $3,949,000 
restated a year ago. After preferred and 
preference dividends, earnings per 
common share from continuing opera- 
tions were $2.16 compared with $.52 as 
restated a year ago before extraor- 
dinary items. 

Reflecting this improved performance 
and our confidence in the future, the 
Board of Directors, at its regular 
meeting in March, increased the quar- 
terly common stock dividend to $.15 
per share from $.10 per share. 

We hasten to add that our much 
improved earnings still do not represent 
a level satisfactory to management, 
although in the last two quarters earn- 
ings were at a rate comparable to the 
levels achieved prior to the divestiture. 


Earnings Turnaround 

The past fiscal year will be identified in 
the future as the year in which we 
emerged from the bleakest chapter in 
our corporate history. How we made 
the turnaround and achieved our 


upward momentum must be explained 
in the context of the very explicit goals 
we had set for ourselves at the begin- 
ning of this fiscal year; namely, the 
improvement of U.S. earnings, the opti- 
mum management of our U.S. tax 
situation and the cutting of our U.S. 
debt and related interest charges. 

You will recall that in fiscal 1971 and 
1972 USM experienced losses in its 
domestic operations caused by a 
combination of the government- 
directed divestiture of a profitable 
segment of our shoe machinery 
business (through a spin-off to our 
shareholders) and the general softness 
of the U.S. economy. We were particu- 
larly affected by the depressed condi- 
tions in the capital goods and shoe 
industries. 

As a result of the domestic losses in 
the two prior years, we postponed 
bringing dividends into the U.S. from 
our international operations to avoid 
certain tax disadvantages. This forced 
us to borrow money here to meet our 
U.S. cash requirements. We concen- 
trated our efforts, therefore, on improv- 
ing U.S. profitability and cash flow. 

In the first quarter of the year, total 
gross revenues and operating results 
made solid gains over the 
corresponding period a year earlier. 
Although the gains were due primarily 
to continued strong performance by 


our international operations, aided by 
currency revaluations, domestic opera- 
tions began to turn around. This 
momentum continued in the second 
quarter when the majority of USM’s 
American operations reported 
significantly improved performance. 

Midway through the year, USM was 
able to report total earnings from 
continuing operations of $3,275,000 
and $.57 per share compared with 
$1,277,000 and $.09 per share a year 
ago. 

In October 1972, confident that the 
earnings in the second six months 
would be greater than the first half, 
your management announced that the 
second six months would significantly 
exceed the $.57 we reported for the 
first six months and accordingly we 
would begin to repatriate international 
earnings in order to reduce U.S. debt 
and interest costs. 

Our third quarter results produced 
earnings of $.70 per share, well over 
those of the entire first half, and for the 
first time in about two years our U.S. 
operations moved into a small profit 
position for the period. These 
operational gains led us to announce 
on February 1, 1973, our earnings esti- 
mate of over $2.00 per share for the full 
year. 


With earnings for the fourth quarter 
of $.89 we finished the year with earn- 
ings per share of $2.16. 

Also, by the close of the year we had 
repatriated, net of withholding taxes, 
nearly $16 million in dividends from our 
international subsidiaries which allowed 
us to reduce U.S. debt. That action will 
reduce interest charges in the U.S. by 
roughly $1 million in the coming year. 


Financial Plan 

One of the most salutary elements in 
our turnaround, and an ongoing 
element in our continued progress, is 
our improving financial control system. 
We are now better able to guide the 
present and the future of USM by 
evaluating the effects of any proposed 
action on other parts of our operation. 
For example, the system helps in relat- 
ing cash management, tax planning 
and debt reduction. 

The financial plan will play a vital 
function in assuring that we take 
advantage of every dollar of tax 
benefits to which the company is en- 
titled by virtue of its financial hardships 
of the past two years. 


Property, Plant and Equipment 

During fiscal 1973 we were able to 
invest $14,602,000 in our corporate 
physical facilities, despite our difficult 
circumstances. We anticipate, however, 
that in fiscal 1974 we will be making 
substantially higher investments in 
plant, property and equipment. Much of 
the increase represents projects that 
were deferred in other years and which 
must now be made to maintain our 
competitive stance. 


Productivity 

As you know, USM has long promoted 
productivity improvement, first in the 
shoe industry and more recently in 
other industries, as a means of achiev- 
ing true economic growth. USM is 
convinced that productivity is the path 
by which the U.S. can best make itself 
competitive with low-labor-cost coun- 
tries. 

Productivity is essentially a measure 
of output per man hour. Increased 
productivity usually results from the 
introduction of new machinery, new 
controls or new processes which mini- 
mize the amount and the skill of labor 
previously needed for the same 
production. Productivity improvement 
is USM’s specialty and improves our 
customers’ ability to produce more 
units for lower unit cost, thus helping to 
hold down the price of goods and the 
rate of inflation. 

We believe that better productivity 
creates more jobs through real 
economic expansion, holds down 
inflation and enables high-labor-cost 
countries to compete with low-labor- 
cost nations. Only through this process 
can we expect to have free and fair 
international trade in the long run. 


Dividends 

We have been aware for some time that 
the decrease in the quarterly dividend 
on the common stock has meant hard- 
ship for our longer term shareholders. 
As disclosed after its March 29 
meeting, the Board increased that 
dividend from $.10 per share to $.15. 
The job of turnaround at USM is not yet 
complete, however, and we still face 
the need to decrease debt and to invest 
in growth opportunities which will 
enhance the long-range stability of the 


USM Chairman William S. 
Brewster, far left, inspects 
chemical group labs in Germany 
President Herbert W. Jarvis, ‘eft, 
shown at the Beverly plant's 
shoe machinery operation. 


Corporation. Hence, even when 
dividends are increased, the payout as 
a percentage of earnings may be 
somewhat lower than our shareholders 
were accustomed to in the past. 

As our earnings, financial condition 
and other relevant factors permit, we 
expect to recommend appropriate 
increases to the Board. 


Outlook 

As we enter our 75th year, we expect to 
show better earnings in fiscal 1974. Our 
continuing economies, our ongoing 
programs of rationalizing our worldwide 
functions and our introduction of new 
products will all help. Our efforts to 
accomplish greater efficiencies within 
product groups and greater interaction 
among product groups are looked to 
for an expected favorable impact on 
earnings. Beyond that, we expect to 
further strengthen our financial 
situation. We are not anticipating any 
significant effect on USM from the new 
floating Currency rate arrangements in 
effect since March 1973. 

No less essential to. our progress, 
however, will be the continued loyalty 
and contribution of our 26,000 employ- 
ees all over the world. Their dedication 
to their jobs in the face of often difficult 
conditions has put us on an ascending 
pattern this year and gives us great 
confidence as we start out the new 
year. 


William S. Brewster 
Chairman of the Board 


Herbert W. Jarvis 
President 
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Fiscal 1973 Fiscal 1972 
Volume $96,933,000 $81,988,000 
*Operating Profit $ 9,617,000 $ 6,197,000 


The Bostik Chemical Group enjoyed a 
year of outstanding achievement, 
including the highest volume and 
operating profit in the Group’s history. 

The U.S. Bostik Division in Middleton, 
Massachusetts, experienced a re- 
surgence in the shoe market. The 
major contributors included new ure- 
thane sole attaching adhesives, an 
expanded line of hot melt box toe 
materials, and hot melt adhesives 
consumed by the increasing number of 
lasting machines placed in the field by 
our United Machinery Group. Sales of 
Bostik pre-molded PVC sole units more 
than doubled over the prior year. 


The Bostik Division also achieved 
excellent gains in sales of high per- 
formance adhesives to the appliance, 
electronics, building construction, 
furniture, transportation and packaging 
fields. Of particular interest is the 
woodworking industry where Bostik 
adhesives are used to bond wood- 
printed vinyl film to substrate to make 
wall paneling, furniture and cabinets. In 
the apparel area, web adhesive is gain- 
ing momentum both as a home sewing 
aid and in commercial apparel 
manufacturing applications. The Bostik 
Division will also begin, early in the new 
fiscal year, to manufacture the same 
type of sealants and adhesives for the 
construction industry in the U.S. that 
have made Bostik a prestigious name in 
the building trades field abroad. 

While maintaining its position as a 
supplier of specialty coatings to the 
still-lagging aircraft industry, Finch 


Web adhesive, left, used widely 


in the apparel industry, is 


heat-activated to form a 
permanent bond for interlinings, 


facings and hems. 


Middleton, Mass. laboratory 


tests the performance of various 


3, right, used for 
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Paint & Chemical Co. of Torrance, Cali- 
fornia has continued to broaden its 
base this year by expansion into non- 
aircraft areas of the transportation 
industry, including coatings for boats, 
trucks, buses and trains. On February 
28, 1973 this unit’s name was changed 
to Bostik-Finch, Inc. to reflect the 
transfer to Bostik-Finch of responsibility 
for the manufacture and sale in the 
western region of the U.S. of the Bostik 
line of general industrial adhesives, 
sealants and coatings. At the same 
time, Bostik Division in Middleton has 
assumed responsibility for sales in the 
eastern U.S. of the aircraft and 
specialty coatings developed by Finch. 
Sales of tile setting compounds, 
groutings and concrete additives by 
The Upco Company of Cleveland 
reached a new high, reflecting not only 
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the continued high level of activity in 
the construction industry, but an 
increased penetration of the west coast 
market which is now served from the 
Long Beach, California, plant. 

In the International area, the Bostik 
Group again made substantial gains, 
benefiting from a high level of building 
construction and automotive produc- 
tion in all major overseas markets. An 
expanding line of consumer products 
made significant contributions particu- 
larly in England and the Scandinavian 
area. Attesting to the wide acceptance 
of Bostik products by leading architects 
and building contractors, Bostik 
sealants, adhesives and profiles were 
used extensively in the construction of 
the Olympic facilities in Munich. 

In the automotive industry abroad, 
Bostik sealants and adhesives are 
being used in a growing number of 


assembly line applic tions. Bostik 
Australia, which for ome years has 
been manufacturing automotive 
window channels, successfully 
launched several new automotive 
products this year including an auto- 
motive weather stripping similar to that 
made by our Bailey Division in the U.S. 

Transition of new products and 
processes from the Central Research 
Laboratory in West Germany to our 
worldwide network of manufacturing 
units will be aided by the addition of a 
pilot plant facility which was under 
construction in Oberursel at year end 
and which will effectively shrink the 
time gap from conception of a new 
product to commercialization. 

A number of other new products 
made their appearance or gained 
market acceptance in the past year. In 
West Germany, a unique coating 
material for under-water applications 


New under-water coating 
developed by Bostik-Germany 
was used extensively in this 
water treatment plant in 
Biebesheim, Germany. 


“Les Horizons,’’ a dramatic new 
high-rise built in Rennes, France, 
far left, used quantities of Bostik 
sealants and adhesives in its 
construction. 


Bostik adhesive flows from 
extrusion nozzles, left, into a 
characteristic rod shape before 
being wound onto reels for 
shipment. 


has been well received by industrial 
and municipal sewage treatment plants 
for protection against corrosion and 
erosion. In England, a new fast-curing 
adhesive sealant speeds production 
and reduces the reject rate in the 
manufacture of car and truck batteries. 
Specially developed to meet the 
demanding requirements of this appli- 
cation, the new battery adhesive is 
expected to gain acceptance in other 
major automotive markets. 

From the laboratories at Middleton 
has emerged a unique moldable ure- 
thane coating, initial commercial appli 
cations of which include the top coat- 
ing of fiber glass skis and the outside 
molded shell of ski boots. From the 
same laboratory has come a new line of 
adhesives in powder form used exten- 
sively in the manufacture of fusible 
interlinings for the apparel industry. 


*After allocation of corporate overhead (except for interest 
and other net charges) and before taxes and extraordinary 


items. 


Farrel Machinery Group 


Fiscal 1973 Fiscal 1972 


$73,137,000 $79,419,000 
$ 1,868,000 $ 99,000 


Volume 
*Operating Profit 


Fiscal 1973 saw the Farrel Machinery 
Group make a good beginning toward 
re-establishing the level of earnings 
that prevailed before the onset of the 
capital goods decline of 1971. 

A modest turnaround in operations 
began at Farrel midway in fiscal 1973 
and picked up momentum in the 
second half, resulting in a marked 
recovery in earnings. While Farrel’s 
backlog has increased substantially, 
the impact on Farrel’s operating results 
will not be felt until later this year, and 
will continue into next year, because of 
the long lead time characteristic of the 
capital equipment field. 

These important gains in orders, 
however, permitted Farrel’s U.S. plants 
to return gradually, in July and August, 
to a five-day week and full-shift opera- 
tions after nearly two years of low 
activity. 


A leading factor in the turnaround 
was Farrel’s success in increasing its 
penetration of the highly competitive 
automotive market through sales of 
rubber and plastics processing machin- 
ery. This included direct sales to major 
car manufacturers as well as a number 
of injection molding machines 
furnished to USM’s Bailey and Warren 
operations which are fulfilling sizable 
contracts for rubber and plastic auto- 
motive parts. 

Market research indicates that the 
use of plastics in passenger cars 
averaged 130 pounds in 1973 models 
and in the future an increasing element 
in auto production will involve plastics 
for both exterior and interior parts. The 
bulk of these parts will be made of 
foam-molded or fiber-reinforced plas- 
tics, techniques which were pioneered 
by USM and Farrel. 

Other industries also contributed to 
the pickup in Farrel’s rubber and plas- 
tics machinery business. In the rubber 
industry, a strong shift among tire 
makers toward steel-belted radial tire 
design has resulted in a need to retool 


Ninety-eight tons of metal were 
poured to make this pit bed 
foundation casting, left, the 

heaviest ever made at Farrel’s 
Ansonia metals casting shop. 


Section of a giant machining 
center shipped this year from 
the Rochester plant, right. Used 
to machine turbine generator 
frames, it is 151 feet long, 38 
feet wide and 217 feet high. 


production lines. This has been 
reflected not only in an increase in 
orders for Farrel’s rubber processing 
equipment but also, in some cases, ina 
need for adapting existing machine 
designs to entirely new uses. For 
instance, a new calendering concept 
was developed for producing shaped 
strips used in the sidewall construction 
of radial tires; four of these machines 
have already been sold to a major tire 
producer. 

Of particular interest among the 
year’s shipments were three orders 
exported to Brazil. These included a 
large amount of machinery for a major 
tire plant expansion program and two 
complete PVC calendering lines with all 
auxiliary equipment. An additional 
order for major equipment for a new 
tire factory in Brazil is currently in 
process and will increase Farrel’s 
contribution to U.S. exports. 

Farrel’s injection molding machines 
are enjoying steady acceptance for a 


variety of applications. The division’s 
1973 volume of injection molding 
machine sales has also tangentially 
contributed to the pickup at USM’s 
Machinery Division in Beverly, which 
manufactures the range of smaller 
machines for Farrel. 

In the machine tool area, the Roches- 
ter plant shipped a mammoth machin- 
ing center, designed to machine the 
internal areas and ends of huge steam 
turbine generator frames weighing up 
to 250 tons. The machining center, 850 
tons in weight, is over 150 feet long, 
requiring 30 heavy-duty trucks and 2 
railroad cars to ship it. 

The Farrel metal casting shop, whose 
primary customers in the past have 
been machine tool manufacturers in 
the New England area, is experiencing 
a healthy increase in orders for large 
turbine castings and other components 
to assist the nation’s power industry 
expansion. The Farrel plant is one of 
the few in America with iron foundry 
facilities capable of handling the large 


Corporation. 


plant. 


items. 


scale casting operations required by 
turbine manufacturers. This year the 
foundry furnished a number of large 
ductile iron castings for gas turbine 
frames, which will be machined by the 
customer on another machining center 
made by the Rochester plant. Also 
successfully completed was the pour- 
ing of the largest single casting ever 
made in the Ansonia facility, a pit 
bottom bed (shipping weight 124,000 
pounds) which will serve as part of the 
foundation for a test stand for large 
steam turbine rotors. 

In England, David Bridge & Co. Ltd. 
has enjoyed an encouraging surge in 
activity and the backlog of orders, 
which is the highest in many months, 
will carry over into the coming fiscal 
year. In Italy, Pomini-Farrel added an 
important new capability this year with 
the installation of a process laboratory 
designed around Farrel equipment on 
which customers may test run their 
products. 


A pair of sequencing-controlled 
roll grinders from Farrel, upper 
left, in operation at the Sparrows 
Point plant of Bethlehem Steel 


Farrel numerically controlled 
lathe, above right, is 
rough-turning and semi-finishing 
250 ton forgings at a major steel 


Farrel plastics injection molding 
machines, left, are used to 
produce plastic appliances, 
automotive parts and many 
other industrial and consumer 


Over the course of the year, Farrel 
efforts were directed strongly to main- 
taining engineering excellence. An 
extensive program was undertaken to 
assess and redesign machinery to meet 
customers’ ever-evolving demands. For 
sheet product roll grinders such as 
used in the plastics, paper and steel 
industries, Farrel developed an elec- 
tronic crowning device. It provides the 
ability to generate and correct special 
roll crown shapes to compensate for 
shape changes which occur in opera- 
tions. The Banbury® mixer line was re- 
engineered in terms of heavier load 
capacity and more precise controls in 
order to meet the demands of modern 
processing technology. Also, in this 
context, Farrel’s injection molding 
machines, both hydraulic and mechani- 
cal, have been redesigned and are now 
equipped with a new Farrel-developed, 
Beverly-produced plasticating unit. 


*After allocation of corporate overhead (except for interest 


and other net charges) and before taxes and extraordinary 
items. 


USM Fastener Group 


Fiscal 1973 Fiscal 1972 
Volume $86,708,000 $69,452,000 
*Operating Profit $$ 8,639,000 $ 7,658,000 


The USM Fastener Group enjoyed a 
year of solid growth in fiscal 1973 due 
in great measure to improved market- 
ing programs and increased penetra- 
tion by both traditional and new 
products into the industries served by 
the Group. 

A significant increase in profits 
occurred in the U.S. where results were 
aided by a buoyant economy, particu- 
larly in the automotive, construction 
and appliance fields. 

Emphasizing its technical approach 
in selling, the Fastener Group has 
stressed this year its problem-solving 
capability to its customers. Working 
closely with customers and industries 
led to the Warren Fastener unit’s 
successful program in fiscal 1973 with 
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the Pontiac Division of General Motors, 
supplying handsome, one-piece injec- 
tion molded plastic glove compartment 
doors for 1973 passenger cars. Warren 
also launched a program to supply 
evaporator housings to the Detroit auto 
industry. Both products use our Farrel 
injection molding machines and our 
rigid foam molding process. 

The Fastener Group’s well-estab- 
lished approach of serving the U.S. 
construction industry via the ‘‘ware- 
house on wheels’ concept was broad- 
ened this year. In addition to the 
fasteners, fastening tools and systems 
brought directly onto construction sites 
via its fleet of equipped trucks, the 
Construction Division at Shelton 
augmented its wares with a broad line 
of USM adhesives and sealants used 
for building purposes. 


Small-gauge railroad used for 
moving merchandise has its 
tracks securely anchored to the 
warehouse floor, left, with USM’'s 
Parabolts. 


USM Bostik construction 
adhesive, supplied by Fastener 
Group's. on-site fleet of trucks, is 
gunned onto the back of a 
pre-finished sheet of wall 
paneling. 


Complementing its successful no- 
hole Stud Welding System in wide use 
by the auto industry, our Warren 
Fastener unit has developed a heavy- 
duty version of the Stud Welding 
System for non-automotive applications 
such as in the railroad, capital equip- 
ment and heavy machinery areas. In 
traditional automotive applications, the 
original system’s success in the U.S. 
auto field is being repeated abroad, as 
reflected in this year’s operating 
volume in the automotive industries of 
Germany, Japan, Australia and the U.K. 

Profitability in the U.S. was also aided 
by the introduction of several new 
products, as well as by traditional lines 
adapted for new customer situations. 
Dodnut, an industrial fastener 


Warren Fastener unit’s new stud 
welding system, above right, was 
developed for heavy-duty use on 
railroad rolling stock and other 
capital equipment. 


Parabolts are used in great 
quantity to anchor miles of this 
Flyover Crash Barrier, above, 
along a super highway in 
Birmingham, England. 


Ammo tools, right, are used in 
the construction industry for 
attaching bolts, anchors and 
other fastening devices into 
wood, metal and concrete. 


developed by our company in Sweden, 
and Kwik Thred, a new threaded insert 
developed by the Nylok Division, were 
both introduced. Although different in 
their approaches, both are industrial 
fastener systems which solve the prob- 
lem of fastening thin sheets of metal 
which defy conventional fastening 
techniques. 

In international operations, the 
Fastener Group experienced excellent 
growth, although the slowness of 
general trade recovery in the U.K. held 
back results in the first half of the year. 
In France, however, business was 
buoyant throughout the year and the 
French fastener company expanded 
the production of metric ‘‘Molly’’ screw 


anchors to meet the needs of the grow- 
ing European market. The German 
fastener company also brought to the 
market their ‘‘in-house’’ developed light 
duty stud welding unit. Another over- 
seas fastener unit which showed excel- 
lent results during the year was our 
Japanese joint venture company where 
“POP” rivets have moved solidly from a 
new product position of several years 
ago to become the major blind fasten- 
ing system in the market. 

In November our new plant in Spain, 
just outside of Madrid, became 
operational and is now producing 
‘“POP”’ rivets with other USM fasteners 
scheduled to be produced shortly. 

The emergence of Latin America as 
an economic entity has led to the 
appointment this year of a Fastener 
product manager for the area who 
specializes in the unique marketing 
opportunities of Latin America. 


Successful exploitation of these 
opportunities has quickly led to a 
significant increase in demand which 
will be met by further expansion of our 
Brazilian plant during the coming year. 
The significant expansion of the 
Eastern European market resulted this 
year in our need to increase the 
Fastener Group’s full-time 
representation in these countries. 
Finally, the stirring of China and the 
opening of its economic borders is an 
indication of yet another international 
market where we are working to 
expand our fastener sales. With this in 
mind, the Fastener Group displayed a 
comprehensive exhibit at the Interna- 
tional Exhibition in Peking in March. 


*After allocation of corporate overhead (except for interest 
and other net charges) and before taxes and extraordinary 
items. 


United Machinery Group 


Fiscal 1973 Fiscal 1972 


Volume $219,381,000 $190,219,000 
*Operating Profit $ 15,405,000 $ 9,108,000 


The United Machinery Group not only 
maintained a strong international posi- 
tion this year but achieved an encour- 
aging revitalization of its U.S. shoe 
machinery operations and made 
impressive strides in broadening its 
activities in general industry sales 
around the world. 

Successful new products, 
rationalization of R&D, manufacturing 
and marketing, and a continued wary 
eye for holding down costs, all contrib- 
uted to the group’s upswing. 

In the footwear field, U.S. shoe 
production rose less than 1% this year, 
yet the group enjoyed an increase in 
sales volume to the footwear industry 
here of 15%. The favorable variance 
can be credited to renewed customer 
enthusiasm toward acquiring products 
which give them increased productivity 
and versatility and which make possible 
a quicker response to styling changes. 

New U.S. developments for the 
footwear industry included the French 
Cord Stitcher which automatically 
attaches top line finishing ribbon to 
shoe uppers by means of an optical 


10 


guided-edge device. An additional 
example is the Numerical Control 
Stitcher which does intricate decorative 
stitching on uppers guided only bya 
magnetic tape control. Both were 
shown at the American Footwear 
Industry Assn. show in October and the 
French Cord Stitcher was featured at 
the equally prestigious Pirmasens Fair 
held in West Germany in April. 

USM’s Unidec system, which 
appeared recently and was jointly 
developed by our Beverly and Leicester 
R&D labs, met with increased customer 
demand this year and is being 
improved through the development of 
multi-color approaches to producing 
shoe uppers. The system, which utilizes 
high frequency energy waves to flow- 
mold material, offers impressive savings 
both in cost and style response time to 
our customers. 

Abroad, British /European opera- 
tions continued their strong financial 
performance. Aquiline, a shoe lining 
material introduced by British United 
two years ago in the U.K. and Europe, 
has achieved such a degree of success 
that a new addition to the facility in the 
U.K. has been approved. 


Numerically Controlled Stitcher 
developed at the Beverly plant, 

left, performs decorative 
stitching on uppers such as the 
cowboy boot in the foreground. 


British United's plant in 
Yorkshire produces nearly four 
miles of Aquiline shoe lining 
material per week. Here the 
Aquiline base material is shown 
entering a needle loom. 


British United has also developed a 
new system which attaches insoles to 
lasts without resorting to tacks, tapes 
or adhesives. This system will be intro- 
duced into the U.S. shortly and could 
represent a significant addition to the 
group’s line of new worldwide 
products. 

We have reached a degree of 
synergy in the group’s operations 
wherein a machine may be developed 
in one location, the technology shared 
with the rest of the organization, 
manufacturing take place wherever 
optimum quantities can be produced 
most efficiently, and the end product 
marketed wherever in the world the 
demand and the opportunity exist. It is 
a global approach that has not only 
avoided the pitfalls of duplication of 
effort, but achieved improved profit 
margins for the group. 

Another significant example of group 
interaction is the experience of our 
Machinery Division in Beverly which 
now manufactures both the smaller 


range of injection molding machines for 
our Farrel Group, and the plasticator 
units for their small and medium 
machines rather than purchasing them 
from outside suppliers. Along with 
other subcontract work and generally 
improved business activity, the work 
done for Farrel has required an addi- 
tion to the direct-work force at Beverly 
for the first time in several years. 

Worldwide, the United Machinery 
Group made excellent headway in 
initiating and stepping up efforts in 
other non-shoe areas. Dyna/Pert 
machines used to automate printed 
circuit board assembly are in increased 
demand in the automotive industry both 
in the U.S. and abroad as the result of 
more frequent use of electronic 
circuitry not only for standard items like 
radios and stereos, but for innovations 
such as solid state ignition systems and 
electronically controlled safety devices. 
Dyna/Pert is also in demand by 
manufacturers of TV equipment, mini- 
calculators and other new electronic 
consumer products where hand assem- 
bly is giving way to automation as a 


Unifast system, left, developed in 
the U.K., attaches insoles to 
lasts without tacks, tape or 
adhesive. 


Dyna/Pert’s newest Systems 


7000 DIP Inserting Machine, 
right, has inserted 4,500 
components per hour into 
printed circuit boards in tests. 


method of reducing costs and prices. 

A growing market for the group is the 
labor-intensive apparel industry which 
is moving slowly but inevitably toward 
automation. Introduced to the U.S. 
market this year was an Automatic 
Over-edger which edge-binds and 
stacks flat pieces such as towels and 
washcloths and is being used by a 
major manufacturer of bath acces- 
sories. 

To initiate sales to the apparel field 
abroad, the Beverly group provided 
their expertise to our British/ European 
organization at the Milan Apparel Fair 
held in March with a view to exporting 
both the new over-edger and the USM 
FAB Fabric Feeder to the apparel 
industries in Italy, France, Germany 
and Spain. 

In addition to the items we manufac- 
ture, our marketing organization in this 
country also distributes several quality 
lines closely associated with our own 
product lines. Agreements were 
reached this year for the Group to 
distribute Pfaff industrial sewing 
machines to the U.S. footwear industry 
and Soledyne heat sealing equipment 


to the plastics industry. The Group also 
distributes in the U.S. Bulmer-Werk 
equipment such as spreading 
machines, material handling equip- 
ment, band saws and knives which, 
along with our own Hytronic Cutting 
machines, give the Group the ability to 
offer complete cutting room systems. 
As reported last year, the British 
Government has been investigating the 
supply and export of shoe machinery in 
the U.K. where our British company 
conducts a significant portion of our 
consolidated business. During the year, 
hearings were held to determine if our 
British company’s substantial market 
share or any of its practices operate 
against the public interest. The 
outcome of the investigation and hear- 
ings may or may not indicate the 
necessity or desirability for implement- 
ing changes in industry or company 
practice and management cannot 
predict what effect, if any, the outcome 
of the investigation will have on USM. 


*After allocation of corporate overhead (except for interest 
and other net charges) and before taxes and extraordinary 
items. 
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Special Products 


Fiscal 1973 Fiscal 1972 
Volume $50,888,000 $41,258,000 
*Operating Profit $ 602,000 $ 905,000 


Most of the USM units which formerly 
comprised our Special Products Group 
were integrated, on March 1, 1972, into 
our Chemical, Fastener and Machinery 
Groups. This has permitted them to 
take advantage of the worldwide 
research, marketing and sales exper- 
tise of the groups into which they were 
absorbed. 

For external reporting purposes, 
however, the results of these units have 
been excluded from the groups to 
which they were assigned and are 
reported on the same basis as last year. 


Motion Technology 

In a year concerned with solidifying 
existing markets and upgrading the 
specifications of existing products, 
Motion Technology made significant 
improvement in overall performance. 

Icon Corporation, acquired in 1971, 
continued to provide other units of 
USM with numerical controls and 
components which interface with 
computers and machinery to achieve 
automated operations. Dyna/Pert, the 
Information Generator System and the 
Numerical Control Stitcher are just a 
few USM systems to which Icon 
contributes digital control devices. 

Gear Systems Division helped NASA 
successfully close a chapter on lunar 
exploration with the final Apollo flight in 
December. USM was along on each of 
these moon missions via our Harmonic 
Drive units incorporated into the wheel 
transmissions of the lunar rover 
vehicles, all of which performed 
perfectly during critical scouting trips 
over the moon’s terrain. Currently 
NASA is involved in the SkyLab project 
and Gear System’s Harmonic Drive will 
again be used, this time to position the 
main deployment winch that puts the 
space station in the correct flight 
orientation. 

In the area of new products, Gear 
Systems Division will shortly introduce 
their new compact, variable-speed 
hoist which is undergoing field testing. 

In addition to its other aerospace 
business, Schaeffer Magnetics has 
gained a prominent position as a major 
supplier of electronic motors employed 
in communication, weather and 
ecology satellites. 
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Vibrac Corporation has recently 
completed initial presentation to the 
market of their new line of motor test 
stands which automatically measure 
electric motor torque and speed 
characteristics. 


Fabrication 

Bailey Division continued as a major 
supplier of window channels and 
weather stripping to the automotive 
industry, and also supplied a substan- 
tial portion of Detroit's requirements for 
molded rubber bumper parts used in 
conjunction with the new energy- 
absorbing bumper systems. New 
product programs in both these areas 
subjected Bailey to heavy start-up costs 
in the first half, but in the latter half of 
the year Bailey began showing a small 
monthly profit. 

Bailey’s bumper program is an 
instance of the excellent interaction 
possible between our diversified opera- 
tions at USM. The parts are molded on 
a bank of 15 injection molding 
machines supplied by our Farrel 
Company Division. The modern 
painting system at Bailey, which color- 
matches the parts to auto bodies, 
resulted from the technology of our 
Bostik Division which developed a 
patented ultra-violet treatment process 
that makes the parts receptive to paint. 

USM’s Consumer Products Division 
reported a year of good growth and 
profits. Consumer acceptance of the 
traditional Thermogrip Electric Glue 
Gun, ‘“‘POP”’ rivetool and rivets and 
Molly wall anchors continued brisk in 
the expanding do-it-yourself market. 
The unit this year introduced a new 
version of the glue gun with a fully 


Bailey Division manufactures 
auto bumper parts which are 
injection molded on Farrel’s 
rubber injection molding 
equipment. 


automatic trigger-feed using a four- 
inch glue stick and demand is far 
outstripping supply for the new model. 
New products also include a USM 
staple gun recently introduced nation- 
wide. 

S. A. Felton & Son continued to make 
substantial inroads in the car-wash 
industry with its line of specialty 
brushes. New users include a nation- 
wide delivery service which daily 
washes its fleet of parcel vans. Also 
adding to Felton sales is the trend 
among major oil companies to install 
car-wash facilities at their service 
stations. 


Truelove & Maclean Inc. 

T&M benefited this year both from 
increased customer requirements for 
their precision metal goods, and from a 
pickup in new business activity 
generated by the general improvement 
in the domestic economy. It continues 
to be a leader in its field with a reputa- 
tion for maintaining a high degree of 
excellence in its products and reliability 
of delivery and a consequent fine 
contribution to USM’s profit picture. 


*After allocation of corporate overhead (except for interest 
and other net charges) and before taxes and extraordinary 
items. 


Corporate Review 


Objectives 
Throughout the company, concerted 
efforts were made this year to improve 
operating efficiency, productivity and 
profits. Product planning on a world- 
wide basis... . possible because of our 
reorganization begun in 1971... has 
had the desired effect of permitting us 
to identify more clearly our most 
profitable activities and direct and 
intensify our efforts in these areas. 
Obviously we have not yet completed 
the turnaround, particularly in U.S. 
operations. We have, however, made 
most encouraging gains. Short-term, 
our goal has been and continues to be 
the improvement of profit on a unit-to- 
unit basis, and we are pursuing this 
with great determination throughout 
the Corporation. To assure that profit 
improvement continues, we have 
begun a systematic program to further 
consolidate data processing and 
administrative systems in the U.S. 
Long-range, however, our goal is to 
use the diversified nature of USM to 
work to our benefit. That is, to build on 


the interrelated strengths of the 
company by a meshing of related 
services, products and systems to more 
firmly establish our position in the most 
promising of our current fields and to 
make a combined assault on carefully 
selected new fields which promise 
good profit potential. 


Research and Development 

In January 1973 the functions of the 
Central Research Division in Beverly 
were decentralized with each of our 
four worldwide product groups 
assuming the responsibility for its own 
research function. For some time, the 
groups have done their own product 
development work, and it is felt that 
given the additional responsibility of 
conducting their own research as well, 
the groups... with their current larger 
size justifying their own specialized 
staff and facilities . . . will be able to 
move products much more quickly and 
efficiently from research to market- 
place. 

Recognizing the continuing need to 
cross-fertilize ideas, to guide strategic 
R&D planning worldwide and to audit 
the R&D function, Walter L. Abel, vice 
president, will head a small corporate 
staff to coordinate the groups’ research 
efforts. 


Gear Systems’ new light-weight 
hoist shown lifting a 1,000 pound 
Harmonic Drive reducer. 


Organization 

A number of very important changes 
have occurred in USM’s management. 
Franklin Farrel, 3rd retired on April 1, 
1973 as USM executive vice president 
and head of our Farrel Machinery 
Group, having reached mandatory 
retirement age. He will continue as a 
director of USM. 

Succeeding Mr. Farrel as president of 
the Farrel Machinery Group is Bernard 
W. Didsbury who formerly served as 
executive vice president and general 
manager of its Ansonia-Derby opera- 
tions. On March 29, 1973 Mr. Didsbury 
was also elected a vice president of 
USM Corporation. 

Robison Clark, formerly vice 
president and controller of Howmet 
Corporation of Greenwich, Conn., was 
named controller on January 10, 1973. 
He will be coordinating USM’s world- 
wide financial control system. 

In November 1972 Richard K. Perry 
was named a vice president of USM 
Corporation (International) S.A. and 
made responsible for Latin American 
affairs. His appointment is indicative of 
USM’s expanding activities in the 
emerging Latin American market. 

Replacing Perry as vice president of 
the United Machinery Group, U.S. 
Area, and general manager of the 
Machinery Division, is Tom Bleasdale 
who was formerly in charge of shoe 
machinery operations in the United 
Kingdom. 

These moves reflect USM’s dynamic 
nature and emphasize the importance 
of our manpower planning activities. 

We have remained a lean organi- 
zation despite the pickup in business 
activity. Wherever we have added to 
our workforce, we have done so with 
our affirmative action program in mind. 
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Financial Review 


Revenues and Earnings 
Gross revenues from continuing 
operations for fiscal 1973 increased 
$64,711,000 or 14% to $527,047,000 
from $462,336,000 a year ago. 
Earnings from continuing operations 
in fiscal 1973 increased to $10,791,000 
or $2.16 per common share, compared 
with $3,949,000 or $.52 per common 
share last year. Fiscal 1972 earnings, 
which have been restated, were 
reduced by losses from discontinued 
operations of $1,306,000 or $.32 per 
common share, yielding earnings 
before extraordinary items of 
$2,643,000 or $.20 per common share. 
Net earnings in fiscal 1973, after an 
extraordinary credit of $728,000 or $.18 
per common share resulting from the 
utilization of tax loss carryforwards and 
other tax benefits, amounted to 
$11,519,000 or $2.34 per common 
share. This compares with the net loss 
for fiscal 1972 of $8,422,000 or $2.50 
per common share which was after 
extraordinary losses totaling 
$11,065,000 equal to $2.70 per share. 


International Operations 

Gross revenues from international 
operations amounted to $264,770,000 
in fiscal 1973 compared to 
$234,539,000 in fiscal 1972. The net 
earnings from these operations 
amounted to $13,137,000 for fiscal 
1973 compared to $10,084,000 for the 
previous year. 

As a result of losses in the U.S. 
during fiscal 1971 and 1972, USM 
postponed repatriation of a significant 
amount of international earnings 
because receipt of dividends would 
have resulted in certain tax 
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disadvantages. In fiscal 1973 USM 
received $15,862,000 in net 
international dividends without such tax 
disadvantages. In fiscal 1972 such 
dividends received amounted to 
$1,184,000. Earnings in 1973 were not 
adversely affected by taxes paid on 
these repatriated dividends which were 
charged against the reserve which was 
established in accordance with Opinion 
23 of the Accounting Principles Board 
covering ‘‘Undistributed Earnings of 
Subsidiaries.’’ The retroactive 
application of this opinion accounted 
for the restatement of 1972 earnings. 
USM has consistently maintained a 
reserve to provide for currency 
fluctuations and certain contingencies 
related to doing business abroad. In 
fiscal 1973, net gains were credited to 
this reserve in the amount of $686,000. 
In fiscal 1972, net losses amounting to 
$460,000 were charged to this reserve. 


Capital Expenditures 

Excluding the fixed assets acquired by 
the purchase of companies, 
expenditures for property, plant and 
equipment amounted to $14,602,000 in 
1973 compared to $14,971,000 in 1972, 
as follows, (in thousands of dollars): 


1973 1972 
United States $ 5,992 $ 6,214 
International 8,610 {sh 7/s\if 
Total $14,602 $14,971 


Machinery Leased to Customers 

The Company increased its investment 
in machinery leased to customers by 
$8,688,000 compared to an increase in 
1972 of $13,570,000 as follows, (in 
thousands of dollars): 


1973 1972 
United States $ 2,408 $ 4,829 
International 6,280 8,741 
Total $ 8,688 $13,570 


Tax Settlement 

In fiscal 1973, USM consented to a 
settlement of proposed tax deficiencies 
which arose as a result of the 
examination of USM’s income tax 
returns for the fiscal years 1963 
through 1969. The Internal Revenue 
Service had proposed substantial 
assessments of additional U.S. income 
taxes resulting from their allocation of 
certain corporate expenses to foreign 
source income for purposes of 
computing the foreign tax credit 
limitation, from their capitalization of 
certain items expensed by the company 
and from their adjustment of various 
deductions taken by the company in 
those years. This settlement did not 
require any additional provision for 
income taxes in fiscal 1973. 


Debt 
During the year total debt was reduced 
from $146,202,000 to $134,927,000 and 
continued the decline started last year. 
Total debt would have decreased 
approximately $5,000,000 more if it 
were not for the adverse effect on our 
international debt of the readjustment 
in international exchange rates, 
particularly as it relates to the Swiss 
franc. 

Interest expense decreased to 
$11,669,000 in 1973 compared with 
$12,160,000 in 1972. 


Consolidated Statement of Earnings 


Revenues from continuing operations 
Sales and other operating income 


Revenue from machinery leased to customers 


Operating costs and expenses 
Cost of sales 
Cost of machinery leasing operations 
Selling and administrative 
Research and development 


Operating profit — continuing operations 


Interest expense 
Other income (expense) — net 


Earnings before income taxes — continuing operations 


Provision for income taxes 


Earnings from continuing operations 
Loss from discontinued operations 


Earnings before extraordinary items 
Extraordinary items 


Net earnings (loss) 


Earnings (loss) per common share 
Earnings from continuing operations 
Loss from discontinued operations 
Earnings before extraordinary items 
Extraordinary items 


Net earnings (loss) 


Earnings per common share — assuming full dilution 
Earnings from continuing operations before extraordinary items 


Extraordinary items 
Net earnings 


Fiscal Years Ended 


February 28, 
1973 


$488,261,000 
38,786,000 
527,047,000 


343,152,000 
15,531,000 
119,159,000 
13,074,000 
490,916,000 


36,131,000 
(11,669,000) 
(253,000) 


24,209,000 
13,418,000 


10,791,000 


10,791,000 
728,000 


$ 11,519,000 


The accompanying notes are an integral part of the financial statements. 


February 29, 
1972 


$424, 825,000 
37,511,000 
462,336,000 


302,760,000 
16,335,000 
106,034,000 
13,240,000 
438,369,000 


23,967,000 
(12,160,000) 
349,000 


12,156,000 
8,207,000 


3,949,000 
(1,306,000) 


2,643,000 
(11,065,000) 


$ (8,422,000) 


S52 
(.32) 


.20 
(2.70) 


$(2.50) 
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Consolidated Balance Sheet 


Assets 


Current assets 


Cash and short-term investments 


Accounts receivable, less allowances for doubtful accounts 
of $6,000,000 and $4,437,000 


Recovery of U.S. income taxes 


Inventories, at lower of cost (first-in, first-out or average) or 
market: 


Raw materials 


Work in progress 
Finished goods 


Deferred income taxes 


Prepaid expenses 
Total current assets 


Machinery leased to customers, at cost, less accumulated 
depreciation of $45,545,000 and $45,368,000 and machines 
and parts on hand, at cost of $20,053,000 and $28,040,000 


Property, plant and equipment, at cost, less accumulated de- 
preciation of $132,750,000 and $126,571,000 


Investments in affiliated companies 


Goodwill and other intangibles, at cost, less amortization of 
$2,071,000 and $1,458,000 


Deferred charges and other assets 


February 28, 


February 29, 


1973 1972 
$ 15,358,000 $ 15,640,000 
103,317,000 95,841,000 
4,170,000 
28,204,000 27,953,000 
41,886,000 40,679,000 
76,444,000 69,444,000 
146,534,000 138,076,000 
7,753,000 5,752,000 
5,310,000 4,158,000 
278,272,000 263,637,000 
57,718,000 64,650,000 
113,767,000 112,504,000 
3,986,000 3,856,000 
30,622,000 31,182,000 
9,278,000 8,787,000 


$493,643,000 


$484,616,000 


The accompanying notes are an integral part of the financial statements. 


Liabilities and Shareholders’ Equity 


Current liabilities 


Short-term loans including current portion of long-term debt 
Accounts payable 
Income taxes 


Accrued expenses and other liabilities 
Total current liabilities 


Long-term debt 
Deferred income taxes 
Provision for unfunded international pensions 
Other non-current liabilities and minority interest 
Shareholders’ Equity 
Preferred stock, 6% cumulative, par value $25 per share, 
authorized 600,000 shares; issued 423,908 shares 
Convertible preference stock, $2.10 series, cumulative, with- 
out par value, authorized 778,800 shares, outstanding 


723,084 shares 


Preference stock, without par value, authorized 600,000 
shares 


Common stock, par value $12.50 per share, authorized 
10,000,000 shares; issued 4,161,820 and 4,122,932 shares 


Additional paid-in capital 


Retained earnings 


Less cost of shares in treasury 
Preferred: 223,908 shares 
Common: 14,750 and 18,320 shares 


Total shareholders’ equity 


February 28, 


February 29, 


1973 1972 
$ 38,645,000 $ 49,067,000 
40,626,000 32,386,000 
17,090,000 14,881,000 
36,659,000 35,213,000 
133,020,000 131,547,000 
96,282,000 ‘97,135,000 
13,900,000 16,487,000 
11,656,000 10,055,000 
10,582,000 9,780,000 
10,598,000 10,598,000 
36,154,000 36,154,000 
52,023,000 ‘51,537,000 
14,716,000 15,205,000 
122,794,000 114,324,000 
236,285,000 227,818,000 
8,082,000 8,206,000 
228,203,000 219,612,000 


$493,643,000 


$484,616,000 
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Consolidated Statement of Changes in Financial Position 


(In thousands of dollars) 


Resources provided: 

Earnings from continuing operations before extraordinary items 
Depreciation and amortization 

Deferred income taxes 

Other expense or income not affecting working capital 


Working capital provided from continuing operations 
Loss from discontinued operations 
Depreciation and amortization — discontinued operations 


Working capital provided from continuing and discontinued operations 
Working capital provided (used) by extraordinary items 


Working capital provided from operations and extraordinary items 
Extraordinary items not affecting working capital 

Revaluation gains credited to reserve for international operations 
Assets of subsidiary sold, net of working capital 

Decrease in intangibles 

Long-term borrowing 

Fixed assets sold or retired — net 

Stock issued for minority interest 

Other 


Resources applied: 

Net assets of purchased companies, other than working capital 
Minority interests purchased 

Excess of cost over equity in net assets acquired 
Excess of equity in net assets acquired over cost 
Additions to property, plant and equipment 
Additions to machinery for leasing 

Dividends paid 

Purchase of treasury and optioned shares 
Payment of long-term debt 

Long-term debt falling due within one year 
Increase (decrease) in working capital 

Other 


Changes in working capital — increase (decrease): 
Cash and short-term investments 

Accounts receivable 

Recovery of U.S. income taxes 

Inventories 

Deferred income taxes 

Prepaid expenses 

Short-term loans including current portion of long-term debt 
Accounts payable 

Income taxes 

Accrued expenses and other liabilities 


The accompanying notes are an integral part of the financial statements. 


For Fiscal Years Ended 


February 28, 


1973 


$10,791 
20,970 
2,422 
1,442 


35,625 


35,625 
728 


36,353 
3,675 


142 
3,548 
5,212 

438 
4,771 


$54,139 


$ 22 
665 
422 


14,602 
8,688 
3,468 

3 
8,928 
113 

13,162 

4,066 


$54,139 


$ (282) 
7,476 
(4,170) 
8,458 
2,001 
1,152 
10,422 
(8,240) 
(2,209) 
(1,446) 


$13,162 


February 29, 


1972 


$ 3,949 
20,599 
1,764 


1,324 


27,636 
(1,306) 
179 


26,509 
(2,189) 


24,320 
(8,876) 
3,696 
2,829 
5,146 
15,605 
6,093 

408 
4,127 


$ 53,348 


$ 135 
1,582 
3,293 

(470) 
14,971 
13,570 

5,293 
537 
7,365 
19,039 
(12,141) 
174 


$ 53,348 


$(10,544) 
4,261 
835 
(4,534) 
1,504 
(234) 
(5,334) 
(2,797) 
632 
4,070 


$(12,141) 


Statement of Changes in Shareholders’ Equity 


(In thousands of dollars) 


Balance, March 1, 1971, as previously reported 
Less — Adjustment for cumulative effect of taxes 
on unremitted international earnings 


Balance, March 1, 1971, restated 
Stock issuances: 
Acquisition of minority interest 
Conversion of preference stock, $2.10 series 
Other 
Stock acquired: 
Treasury shares 
Optioned shares repurchased 
Excess of cost over par value of 
common shares retired 
Net loss 
Cash dividends paid: 
$1.50 per preferred share; $2.10 per convertible 
preference share; $.85 per common share 
Balance, February 29, 1972 
Stock issuances: 
Acquisition of minority interest 
Other 
Treasury shares acquired 
Excess of cost over par value of 
common shares retired 
Retained earnings of a company pooled without 
retroactive restatement 
Net earnings 
Cash dividends paid: 
$1.50 per preferred share; $2.10 per convertible 
preference share; $.40 per common share 
Balance, February 28, 1973 


reacquired 


reacquired 


Additional 
Convertible Preference Paid-In Retained 
Stock, $2.10 Series Common Stock Capital Earnings 
Shares Amount Shares Amount Amount Amount 
723,359 $36,168 4,084,064 $50,819 $15,181 $133,763 
5,706 
128,057 
29,700 Sal Shif 
(275) (14) 323 4 10 
6,641 247 (14) 
(2,704) (40) 
(13,412) (488) (9) 
(18) 
(8,422) 
(5,293) 
723,084 36,154 4,104,612 50,913 15,205 114,324 
38,888 486 (478) 
8) (LE 126 (1) 
(152) (3) 
(11) 
430 
Wen, 
(3,468) 
723,084 $36,154 4,147,070 $51,522 $14,716 $122,794 


The accompanying notes are an integral part of the financial statements. 
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Notes To Financial Statements 
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Panciples Of COnSOldatiOnia mate. caren ener 
Investment in affiliated companies ........ 
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A. Principles of Consolidation 


The consolidated financial statements include all majority- 
controlled subsidiaries. All international subsidiaries have 
fiscal years ending December 31, primarily for the purpose 
of timely transmission of data for consolidated statements. 
Appropriate adjustments have been made for distributions 
and where possible, for intercompany transactions between 
December 31 and February 28, USM’s fiscal year end, but 
no allowance has been made for earnings or losses of the 
subsidiaries occurring between these dates. 


During fiscal 1972, the company decided to discontinue 
certain of its product lines and two domestic subsidiaries. 
The results of these discontinued operations have been 
presented separately in the 1972 statement of earnings. 
Costs and expenses related to the disposition of these opera- 
tions have been included with extraordinary items inthe 1972 
statement of earnings. 


In fiscal 1973, pursuant to a 1970 agreement, the company 
acquired the remaining minority interest in Finch Paint & 
Chemical Co. in exchange for 38,888 shares of USM com- 
mon stock. This transaction, accounted for as pooling of 
interests, has not been included retroactively in the accom- 
panying financial statements since it would not have a materi- 
al effect on reported financial position and results of opera- 
tions. Also, during fiscal 1973 the company acquired the 
capital stock of Matthew Wylie (1972) Limited and an addi- 
tional 28% of the capital stock of Sistemas de Fijaci6n Tucker 
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S.A. for approximately $617,000. These transactions were 
accounted for as purchases. The excess of the purchase 
price over the book value of the minority interest acquired 
in Sistemas de Fijacidn Tucker S.A., approximately 
$363,000, has been included in goodwill. The results of 
operations of these acquisitions have been included in the 
accompanying financial statements from their respective 
dates of acquisition. 


The minority interest in net earnings of certain consolidated 
Subsidiaries, amounting to $74,000 in 1973 and $130,000 
in 1972, has been reflected in the statement of earnings as 
an other charge. 


Investments in affiliated companies, 20% to 50% owned, are 
carried at equity in underlying net assets. The equity in the 
net earnings of these affiliated companies has been included 
in the statement of earnings as other income and amounted 
to $126,000 in 1973 and $165,000 in 1972. 


In 1973, the company adopted new account classifications, 
the most significant of which was a reclassification of state 
taxes on income (amounting to $744,000 in 1973 and 
$774,000 in 1972) from cost of sales and selling and adminis- 
trative expenses to provision for state income taxes. The 
appropriate account classifications for 1972 have been re- 
stated to conform with the 1973 presentation. 


B. International Operations 

Due to the realignment of international exchange rates in 
February 1973, assets and liabilities of international subsid- 
iaries at December 31, 1972 were translated into United 
States dollars at exchange rates prevailing at February 28, 
1973 with the exception of property, plant and equipment, 
machinery leased to customers, intangible assets, related 
depreciation and amortization, and certain deferred charges 
which have been translated at rates of exchange prevailing 
at dates of acquisition. The fiscal 1972 balance sheet 
amounts were translated at exchange rates prevailing at the 
end of the international subsidiaries’ fiscal years with the 
exceptions noted above. Income and expense accounts, 
except for depreciation and amortization, for both years have 
been translated at various rates of exchange prevailing dur- 
ing the year. 


A reserve for international operations is provided by an 
annual charge to income which amounted to $500,000 in 
1973 and $200,000 in 1972. This reserve provides for possi- 
ble future losses arising from changes in exchange rates 
which affect the doilar value of certain assets and liabilities 
and for certain other contingencies of international opera- 
tions. Unrealized gains from revaluations are deferred and 
credited to this reserve. In 1973 net gains of $686,000 were 
credited to the reserve, while in 1972 net losses of $460,000 
were Charged to the reserve. 


International operations included in the financial statements 
were (in thousands of dollars): 


1973 1972 
Net assets $127,653 Stoo .O22 
Revenues 264,770 234,539 
Net earnings 13,137 10,084 


C. Property, Plant and Equipment 


Property, plant, equipment and related accumulated depre- 
ciation consisted of (in thousands of dollars): 


1973 1972 
Land and buildings $ 81,662 S05 ,000 
Machinery and equipment 143,169 137,003 
Vehicles, furniture and other 21,686 ConOc 
246,517 239,075 
Less accumulated depreciation ho2,450 126,571 
9113,767 $112,504 


Depreciation charged to continuing operations amounted to 
Bang?26,000 in 1973 and $11,355,000 in 1972. 


Depreciation is generally calculated on a straight-line basis 
over the estimated useful lives of the assets for financial 
' statement purposes and for tax purposes in the U.S. _Inter- 
national subsidiaries use accelerated methods for tax pur- 
poses. 


D. Goodwill and Other Intangibles 


Goodwill arising from acquisitions accounted for as pur- 
chases prior to November 1, 1970 ($29,500,000) is not being 
amortized unless, in the opinion of management, there 
is a diminution in value. Subsequently acquired goodwill 
($327,000) is being amortized over its estimated useful life. 
The excess of net assets over the cost of acquired companies 
($2,289,000) is being amortized over a ten year period. 


Amortization of goodwill and other intangible assets amount- 
ed to $939,000 in 1973 and $583,000 in 1972. Amortization 
of the excess of net assets over the cost of acquired compa- 
nies, amounting to $318,000 in 1973 and $319,000 in 1972, 
has been included in earnings. 


Expenditures for research and development are charged to 
expense as incurred. 


E. Machinery Leasing Operations 

Revenue is recognized when rents become receivable under 
the provisions of the lease. The statement of earnings in- 
cludes charges for depreciation, $8,621,000 in 1973 and 
$8,980,000 in 1972, on a straight-line basis, maintenance 
and other related costs. 


F. Pensions 


The company and its subsidiaries have several pension plans 
covering substantially all of its employees. Provision for 
pension costs were approximately $10,100,000 in 1973 and 
$8,000,000 in 1972 which includes, for some plans, amorti- 
zation of past service costs over a 20 to 40 year period. Costs 
accrued are funded in the United States and by some of the 
international subsidiaries. The excess of amounts accrued 
over amounts paid to the trustees of the U.S. plans, 
$8,397,000 at February 28, 1973 and $8,354,000 at Febru- 
ary 29, 1972, isincluded in other current liabilities. Provisions 
for unfunded pensions have been established by those inter- 
national subsidiaries which do not have funded plans. At 
February 28, 1973, the actuarially computed value of vested 
benefits for all U.S. plans exceeded the total of the pension 
fund and balance sheet accruals by approximately 
$8,600,000 except one where the amounts funded and 
accrued exceeded vested benefits by approximately 
$2,500,000. 


G. Income Taxes 


As a result of the examination of the company’s income tax 
returns for the fiscal years 1963 through 1969, the Internal 
Revenue Service proposed substantial assessments of addi- 
tional U.S. income taxes resulting from their allocation of 
certain corporate expenses to foreign source income for 
purposes of computing the foreign tax credit limitation, from 
their capitalization of certain items expensed by the com- 
pany, and from their adjustment of various other deductions 
taken by the company in those years. The company contest- 
ed these proposed assessments and, in December 1971, 
filed a petition with the Tax Court for relief. At the end of fiscal 
1972 an additional provision of $3,000,000 was made for 
these assessments. This amount, which was applicable to 
years prior to fiscal 1971, was reflected as a restatement of 
retained earnings at March 1, 1970. In fiscal 1973 the com- 
pany consented to a settlement of these proposed deficien- 
cies which did not require any additional provision. 


The provisions for income taxes are as follows (in 
thousands of dollars): 


1973 1972 

Current: eer ae 
United States Seo BC 2) 
International e204 7, 7,984 
State 744 774 
15,369 8,756 

Deferred: 

United States (2,794) (277-30) 
International 843 Pan owl 
(1,951) ( 549) 

Total $13,418 $ 8,207 
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Investment tax credits are accounted for as a reduction of 
income tax expense using the flow-through method when 
such credits are utilized. In 1973 and 1972, no investment 
tax credits were utilized. 


During fiscal 1973, the company adopted the practice, re- 
quired by Opinion 23 of the Accounting Principles Board, 
of providing for withholding and U.S. income taxes which 
may become payable when international earnings, not per- 
manently reinvested, are remitted as dividends. This provi- 
sion amounted to $9,668,000, of which $1,460,000 and 
$1,054,000 was charged to fiscal 1973 and 1972, respec- 
tively, and the balance to prior years. Taxes on dividends 
amounting to $2,592,000 in 1973 and $142,000 in 1972, 
have been charged to this reserve. Accordingly, 1972 earn- 
ings have been restated to reflect this change. At February 
28, 1973 the undistributed international earnings, consid- 
ered permanently reinvested or restricted, amounted to ap- 
proximately $68,000,000 on which no withholding or U.S. 
income taxes have been provided. 


The credits for deferred U.S. income taxes arise from charges 
to earnings for financial reporting purposes not presently 
deductible for tax purposes. International deferred taxes 
arise principally from the use of accelerated depreciation for 
tax purposes and timing differences related to the payment 
of withholding taxes on unremitted earnings of these opera- 
tions. 


U.S. income taxes recoverable for 1972 include claims for 
refunds amounting to $698,000 of which $490,000 was 
related to an extraordinary charge resulting from carryback 
of operating losses. The higher effective income tax rate in 
1972 was due primarily to U.S. losses which received no tax 
benefit. 


Foreign tax credits amounting to approximately $1,200,000 
can be carried forward to reduce U.S. income taxes through 
1974 ($300,000), 1975 ($400,000) and 1978 ($500,000). 
In addition, the company has unused investment tax credits 
amounting to approximately $500,000 which can be carried 
forward through 1980. 


H. Litigation and Contingent Liabilities 

A civil action was brought against the company in 1970 by 
General Instrument Corporation and certain of its affiliates 
claiming $5,330,000 in damages resulting from the purchase 
of goods they allege to be defective. The company has 
denied liability and has filed a $318,000 counterclaim for 
breach of contract. The financial effect of this action, if any, 
is not determinable at this time. 


Under acquisition agreements, the company may be liable 
to invest in or increase the purchase price of acquired com- 
panies up to an additional $7,286,000 cash and 33,328 
shares of common stock. 
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At February 28, 1973, atotal of 1,349,871 shares of common 
stock were reserved for issuance upon conversion of con- 
vertible preference stock, $2.10 series (853,253), exercise 
of stock purchase warrants (463,290), and the satisfaction 
of the terms of acquisition agreements, contingent upon 
future earnings of acquired companies and the future market 
value of USM common stock (33,328). 


At February 28, 1973, the company was contingently liable 
for notes receivable discounted in the amount of approxi- 
mately $8,883,000. 


|. Preferred Stock 

The 6% preferred stock is entitled to $35 per share 
($7,000,000) plus any unpaid accrued dividends, before any 
amount is paid to the common shareholders, in the event of 
liquidation of the company. 


Convertible preference stock, $2.10 series, is convertible 
into 1.18 shares of USM common stock, is Subject to certain 
antidilution provisions, may not be redeemed before 
March 1, 1974, and is entitled to $50 per share 
($36,154,000) in case of liquidation. 


Preference stock ranks junior to the existing 6% preferred 
stock as to dividends and assets. The Board of Directors is 
authorized to issue 600,000 shares of such stock from time 
to time and to establish preferences, rights and restrictions 
of each series. 


J. Stock Options 

Options to purchase common stock are granted to employ- 
ees under the Career Executive Incentive Stock Purchase 
Plan at the higher of par value or 40% of market value. 
Disposal of shares purchased by employees under the plan, 
with certain exceptions, are restricted. At February 28, 1973, 
shares available were as follows: 


Shares 
Maximum available under plan 168,000 
Grants to 187 employees at prices ranging 
from $11.79 to $15.94 (165,488) 
Expirations and repurchases 33,477 
Available at February 28, 1973 35,989 


During fiscal 1972, 129,831 shares which had been pur- 
chased under the plan became free of restrictions because 
the market value of USM stock fell below the price paid by 
participants, and restrictions on 2,180 shares also lapsed. 
Accordingly, $2,229,000 of deferred stock option expense 
and $323,000 of related deferred taxes were charged to 
earnings as an extraordinary item. 


At February 28, 1973 options to purchase 3,000 shares at 
$17.125 per share, granted to an officer in 1972, were still 
outstanding. 


K. Earnings (Loss) Per Common Share 

Earnings (loss) per common share data are based on the 
weighted average number of shares outstanding (4,153,485 
in 1973 and 4,094,541 in 1972) after deducting preferred 
and preference dividends totaling $1,818,000 in both years. 


Earnings (loss) per common share data, assuming full dilu- 
tion, assume full conversion of the convertible preference 
stock into 853,253 common shares and the elimination of 
the related dividends. Earnings per share data, assuming full 
dilution, for 1972 are not presented since the effect of these 
assumptions would have decreased the loss per common 
share. 


The outstanding warrants issued with the 9% guaranteed 
loan stock had no effect on earnings per share data since 
the exercise price was in excess of the average market and 
closing price of common stock. No dilution would result from 
shares contingently issuable under the terms of acquisition 
agreements. 


M. Long-Term Debt 


L. Extraordinary ltems 


The extraordinary charges (credits) were (in thousands of 
dollars): 


1973 1972 
Utilization of tax loss carryforwards $(728) 
Discontinuance of product lines (net 
of tax benefit of $490,000) $ 1,667 
Disposition of a subsidiary (no tax 
benefit) 1,634 
Gain on sale of real estate (without 
tax) (1,166) 
Provision for close-down of a sub- 
sidiary completed in fiscal 1973 
(no tax benefit) 1,700 
Write-off of unamortized stock op- 
tion expense 2,552 
Write-off of goodwill with no continu- 
ing value (no tax benefit) 4,678 
$(728) $11,065 


Utilization of operating loss and other tax loss carryforwards 
resulted in the extraordinary credit in 1973. 


Long-term debt consists of the following (in thousands of dollars): 


Maturity 1973 1972 
USM Corporation: 
5%% sinking fund debentures 4992 $23,275 $23,750 
Revolving credit notes with interest fixed at %% over prime rate and 
borrowing limit of $20,000,000 Aug. 31, 1974 7,000 15,000 
USM International Finance Corporation: 
*5¥%2% loan, payable in five annual installments of 12,000,000 Swiss francs 
(currently approximately $3,828,000) with options to prepay installments 
at prices decreasing from 103% of par value in 1973 to 101% in 1979 1980-1984 19,140 15,600 
USMC International Limited: 
“9% guaranteed loan stock with a face value of £14,046,250 payable in 
sterling, with detachable warrants to purchase USM common stock 1982 SRS Vie 35,818 
USM Overseas Capital Corporation, N.V.: 
*8'%% notes in the aggregate principal amount of 20,000,000 Swiss francs, 
issued at 984% of par value, with options to prepay on any interest 
date at percentages of par decreasing from 100%% in 1973 to 100%% 
in 1974 Nov. 10, 1975 6,380 5,200 
*6%% note issued in the principal amount of 12,000,000 Swiss francs July 6, 1975 3,828 
Miscellaneous notes and mortgages Various 1,684 ev dets 
$96,282 $97,135 


23 


The debt of the above subsidiaries has been guaranteed 
in full by USM Corporation. As a result of the fluctuation 
of the British pound, Swiss franc and certain other interna- 
tional currencies in relation to the U.S. dollar during fiscal 
1973, the debt indicated by an (*) above and certain 
miscellaneous notes and mortgages were revalued result- 
ing in a net exchange loss which was charged to the 
reserve for international operations. 


The 5%% debentures are redeemable through purchase at 
prices decreasing from 104.19% of face value currently to 
100% in 1988, or sinking fund redemptions of $1,250,000 
to $2,500,000 on June 15, 1973 and on each June 15 
thereafter at 100% of face value. Reacquired debentures with 
a face value of $1,725,000 are being held by the company 
to satisfy the 1973 and 1974 sinking fund requirements. 
During fiscal 1973, debentures with a face value of $475,000 
were reacquired by the company at an average of 81.5% of 
par value. The indenture restricts, among other things, the 
payment of cash dividends or acquisition of common stock. 
The amount of unrestricted retained earnings at February 28, 
1973 was approximately $11,775,000. 


Report of Independent Certified Public Accountants 


To the Board of Directors and Shareholders 
USM Corporation 


The terms of the revolving credit note agreement provide, 
among other things, for the payment of a commitment fee 
of % of 1% per annum on the daily average unused balance 
of the commitment, for maintenance of working capital of 
$100,000,000, for current assets of at least 180% of current 
liabilities, and for the limitation of total indebtedness. 


The detachable warrants issued with the 9% guaranteed loan 
stock may be exercised to purchase 463,290 shares of USM 
common stock. Each warrant represents the right to pur- 
chase 1.0725 shares of common stock for $39. The warrants 
may be exercised through July 24, 1982 with cash payment 
or tender of shares of loan stock towards the purchase price 
on the basis of £25 nominal amount of loan stock for each 
1.65 shares of common stock. The purchase price and the 
number of shares issuable upon exercise of the warrants are 
subject to antidilution provisions. 


Principal payments on long-term debt payable during the 
years subsequent to February 28, 1973 are $571,000 in 
1974, (included in current liabilities) $8,218,000 in 1975, 
$11,731,000 in 1976, $1,517,000 in 1977 and $1,387,000 
in 1978. 


We have examined the consolidated balance sheet of USM Corporation and Subsidiaries at February 28, 1973, and 


the related consolidated statements of earnings, changes in shareholders’ equity and changes in financial position for the fiscal 
year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 
We did not examine the financial statements of certain subsidiary companies, which statements reflect total assets and revenues 
constituting approximately 32% in 1973 (31% in 1972) of the related consolidated totals. These statements were examined by 
other auditors whose reports have been furnished to us. Our opinion, insofar as it relates to the amounts included for these 
subsidiaries, is based solely upon such reports. We previously made a similiar examination of and reported upon the consolidated 
financial statements for the preceding year. 

In our opinion, based upon our examination and the reports of other auditors, the aforementioned financial statements 
present fairly the consolidated financial position of USM Corporation and Subsidiaries at February 28, 1973 and February 29, 
1972 and the consolidated results of their operations and the changes in their financial position for the years then ended in 
conformity with generally accepted accounting principles applied on a consistent basis after restatement for the change, with 
which we concur, in the method of accounting for income taxes on undistributed earnings of subsidiaries as described in Note 


G to the consolidated financial statements. 


100 Federal Street 
Boston, Massachusetts 
March 29, 1973 
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Worldwide Volume and Operating Profit 


(In thousands of dollars) 


1973 1972 
Operating Operating 
Profit Profit 
Volume (Loss)+ Volume (Loss)T 
United States 
United Machinery Group $ 65,455 $ 789 $ 54,455 $ (1,475) 
Farrel Machinery Group 62,738 1,628 63,586 (720) 
Bostik Chemical Group 35,288 2,444 31,648 890 
USM Fastener Group 47,908 2,865 36,850 2,344 
Special Products 50,888 602 41,258 905 
Total 262,277 8,328 227,797 1,944 
International 
United Machinery Group 153,926 14,616 135,764 10,583 
Farrel Machinery Group 10,399 240 15,833 819 
Bostik Chemical Group 61,645 7,173 50,340 5,307 
USM Fastener Group 38,800 5,774 32,602 5,314 
Total 264,770 27,803 234,539 22,023 
Total 
United Machinery Group 219,381 15,405 190,219 9,108 
Farrel Machinery Group 73,137 1,868 79,419 99 
Bostik Chemical Group 96,933 9,617 81,988 6,197 
USM Fastener Group 86,708 8,639 69,452 7,658 
Special Products 50,888 602 41,258 905 
$527,047 $ 36,131 $462,336 $ 23,967 
Footwear and General Industry Revenues International Revenues and Net Earnings 
(In thousands of dollars) (In thousands of dollars) 
1973 1972 1973 1972 
United States Revenues 
Footwear $ 53,857 $ 47,232 United Kingdom and 
General 208,420 180,565 ireland $ 87,341 $ 84,706 
Total 262,277 227,797 Continental Europe 113,959 92,882 
International =All other 63,470 56,951 
Footwear 107,145 96,258 $264,770 $234,539 
General 157,625 138,281 Net earnings 
Total _ 264,770 234,539 United Kingdom and 
Total Ireland $ 5,163 $ 3,496 
Footwear 161,002 143,490 Continental Europe 6,006 3,779 
General 366,045 318,846 *All other 3,928 4,063 
$527,047 $462,336 15,097 11,338 
—- a Provision for dividend 
withholding — taxes, 
U.S. income taxes, 
and other reserve 
accounts 1,960 1,254 
$ 13,137 $ 10,084 
Worldwide Pre-Tax Earnings} one ee i a 
(In thousands of dollars) *Includes Australia, South Africa, Canada and other locations. 
Operating profit (loss) is after allocation of management and 
__ 1973 1972 other general overhead. Pre-tax earnings (loss) is after allo- 
United Machinery Group $11,135 $ 4,099 cation of management and other general overhead, interest 
fe ue yee aur as Ss eis 1 baad ipicaied onthe bet Ee ote: 
Bostik Chemical Group 7,134 3,869 It is believed that the tables reasonably indicate, within the 
USM Fastener Group 6,329 6,007 limitations of any allocation process, the relative contribu- 
Special Products (1,414) (297) tions of the various groups (and their domestic and interna- 
Total $24,209 $12,156 tional segments) to the consolidated operating profit and 


pre-tax earnings of USM. 
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Five Year Consolidated Summary 


(In thousands of dollars) 


1973 1972 WG! 1970 1969 
Earnings 
Revenues from continuing operations 
Sales and other operating income $488,261 $424,825 $399,432 $378,687 $307,941 
Revenue from machinery leased to customers 38,786 Shout 37,226 38,158 37,313 
Total revenues from continuing operations 527,047 462,336 436,658 416,845 345,254 
Operating costs 490,916 438,369 411,463 381,075 313,500 
Operating profit 36,131 23,967 25,195 35,770 31,754 
Other expense, net 11,922 11,811 ce Pa 3,719 1,965 
Earnings before taxes — continuing operations 24,209 12,5156 17,078 32,051 29,789 
Provision for income taxes 13,418 8,207 9,919 16,320 16,384 
Earnings from continuing operations 10,791 3,949 7,159 1Se73a 13,405 
Loss from discontinued operations (1,306) (354) (491) (344) 
Net incremental income of Transamerican 2,328 2,664 3,050 
Earnings before extraordinary items 10,791 2,643 9,133 17,904 VO 
Extraordinary items 728 (11,065) C7176) 
Net earnings (loss) $ 11,519 $ (8,422) $ 1,957 $ 17,904 $ 1611) 
Per share* 
Earnings from continuing operations $ 2.16 $752 Oe le $ 3.00 $ 2.68 
Loss from discontinued operations (.32) (.07) Clay (.07) 
Net incremental income of Transamerican 48 Rays) .67 
Earnings before extraordinary items 2.16 .20 1252 3.47 3.28 
Extraordinary items .18 (2.70) (1.49) 
Net earnings (loss) $ 2.34 $(2.50) $208 $ 3.47 $ 3.28 
Financial Position 
Working capital $145,252 $132,090 $144,231 $138,831 $148,783 
Machinery leased to customers — net 57,718 64,650 63,677 62,463 67,914 
Property, plant and equipment — net 113,767 112,504 113,608 97,113 88,847 
Long-term debt 96,282 975135 103,547 80,673 40,988 
Shareholders’ equity 228,203 219,612 233,241 257,548 243,659 
Other Statistics 
Capital expenditures — property, plant and equipment 14,602 14,971 20,384 17155 12,080 
Depreciation and amortization 20,970 20,778 20,965 20,871 20,818 
Preferred and preference dividends paid 1,818 1,818 1,822 1,860 906 
Common dividends paid 1,650 3,475 7,862 7,304 6,927 
Common dividends paid — per share $.40 $.85 $1.62 $1.60 $1.55 
Average number of common shares outstanding 4,153,485 4,094,541 4,820,928 4,620,008 4,530,766 
Number of shareholders 19,310 21,061 23,042 22,883 22,612 
Number of employees 26,525 25,709 27,998 le Stile 25,957 


*Based on weighted average number of shares outstanding during the year after deducting preferred and preference dividends. 
Net earnings per common share assuming full dilution were $2.24 in 1973, $3.19 in 1970 and $3.13 in 1969. 


The years 1969 through 1972 have been restated to provide for withholding and U.S. income taxes which may become payable 
when international earnings, not permanently reinvested, are remitted as dividends. Earnings from continuing operations per 
share, as previously reported, were $.74 in 1972, $1.29 in 1971, $3.14 in 1970 and $2.76 in 1969. Certain other account balances 
in the years 1969 through 1972 have been reclassified to be comparable with those of 1973. 
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Bostik Chemical Group 


T. Magnusson, President 


E. T. Mitchell, V.P. and General Manager, 
U.S. Area 


H. C. Greenough, Managing Director, 
Australasian Area 


K. |. D. Macdonald, Managing Director, 
S. African Area 


Farrel Machinery Group 
B. W. Didsbury, President 


United Machinery Group 
T. D. Welch, President 


C. G. Bennion, Managing Director, 
British /European Area 


A. E. Snow, President, USM Ltd. 
Canadian Area 


USM Fastener Group 
R. J. Hodge, Managing Director 


W. F. G. Dawson, V.P. and 
General Manager, U.S. Area 


Other Areas 


R. K. Perry, Vice President 
USM Corporation (Int.) S.A. 
Latin American Area 


J. Ranger, President, 
USM Far East Ltd. 
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USM Worldwide 


BOSTIK CHEMICAL GROUP 


Domestic 


Bostik Division 
Middleton, Massachusetts 
Kenton, Tennessee 
Marshall, Michigan _ 
Consumer Products Divis pores : Tucker Metallwaren, GmbH 
Reading, Pennsylvania /8 : Giessen, West Germany 

2 TuckenProducts Ltd. 
_ Bedwas,\South Wales 


‘United Shde Machinery Company A.B. 
Bostik-Finch,Anc. Fastener Division 


George Tucker Eyelet Company Ltd. 
Birmingham, England 


Sistemas de Fijaci6n Tucker S.A. 
Madrid, Spain 


Tucker Industries Pty. Ltd. 
Mitcham, Australia 


Crown-Metro, Inc. 
Providence, Rhodé 


Bostik A/S 
Herlev, Denmark 


Bostik A.S. | 
Oslo, Norway 


Bostik Australia Pty. Ltd. 
Thomastown,| Australia 


Farrel Italiana S.R.L. 
Milan, Italy 


Farrel Mexicana, 
Mexico, D.F., Mexico 


Pomini Farrel SpA 
Castellanza (Varese), Italy 


USM FASTENER 


Domestic 


Bailey Division 
| Seabrook, New Hampshire 
Amesbury, Massachusetts 


Shelton Divisio 


Oberursel, 
Bostik Gmb 


Hopkinsville, 


Molly Divisio 
Temple, Pent 


Nylok Lic€ensing Division 
Paramus, New Jersey 
Parker-Kalon Division 


New Jersey 
Ca Apbelisville, Kentucky 


We rren Fastener Corp. 
Vit. Clemens, Michigan 


International 


Manufacture Francaise d’Oeillets 
Métalliques S.A. 
Paris, France 


USM Chemica! 


*Nippon Pop Rivets & Fasteners, Ltd. =i rgineering-(t 
Milan, Italy Se hSo 


Tokyo, Japan 1s Africa 
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Belturbet Map pets es aie PON See Turner Lux S.a.r.L. International 


Belturbet tr uxembourg-Ville, Grand-Duché du Luxem- X Felton Brushes Limited 
Hamilton, Ontario, Canada 


ADMINISTRATION AND FINANCE 


Ae | Shoe NK } Ur de M. n a A. USM Corporation (International) S.A. 
ompany of New. Zé EEE : rcelonarSpé ah Lausanne, Switzerland 

; 1 Cor USM Credit Corporation 

Boston, Massachusetts 


wu International Finance Corporation 
gion, Delaware 


ational Ltd. 
g/and 


necticee p 
Leca da Palm 


Pireaae, Wire's 
Houston, Texas 


Government Sa 
Washington, D. 


be 


Kettering, England 


OFFICE OF THE PR 


Domestic 


S. A. Felton & Son Compa 
Manchester, New Hampshi 


Truelove & Maclean Inc. 
Waterbury, Connecticut 


Bulk Rate 


USM Corporation U:S. Postage 


P. O. Box 2377, Boston, MA 02107 Boston, MA 
Permit No. 1000 


